
Sample submission package for reporting issuance of Pension Obligation Bonds
to the State Controller's Office. Cost Allocation Plans Unit:

Date:

State Controller's Office
Cost Plans and Apportionments Section
P.O. Box 942850
Sacramento, CA 94250

Re: Klamath County Pension Obligation Bonds

Gentlemen:

Enclosed are the following documents that pertain to Klamath County's 2004
Pension Obligation Bonds:

Attachment A; Bond Statement

Attachment B: Plan of Financing

Attachment C: Schedule 1, Klamath County Unfunded Actuarial Accrued
Liability as of X)(/X)(/XX

Attachment D: Schedule 2, Klamath County Estimated Savings due to
lssuance of POBs

Attachment E: Receipt of Klamath County Employees' Retirement System

Attachment F: Narrative on Methodology Used to Charge Departments for
Annual Debt Service

Attachment G: Calculation of Rates for POB Debt Service

Should you have any questions or additional documentation you can contact me
at )fiX-XXX-XXXX

Sincerely,

Joseph D. Auditor
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Taxable (Feileral)
Tax-Dxempt (State of California)

FULL BOOK.ENTRY

Interest

Rate

.F35,r 75,OOO
couNTY oFI

TAXABLN PEIrSION FUNDING -BOl\rDS,
S.ERIES,4

Dated,: Date of Deliuery Due: ,{w{ust 75, as shownbelow

The County o|I.fa,xcrble Pension Funding Bonds, Series ,7 (the "Bond,s" 
) are beins isswed, in futty registered

f?r?.qlrd"yhen issued, will be re{istered in, the nanne of Ced,e S Co., as nominee of The Depository Trwst Compang
("DfC+). WC will act a's securities depository for the Bonds. Paymnnts of principat of and, interest'on the Bonds will
be pa'id, by U;$. TYwst Conrpany of California, N.,A., a.s trustee (the "TVwstee" 

) , to DTC, which is obtisated in turn to
rernit such prtryg14g'l altd interest to its DTC Participants for subsequent disbwrsetnent to the benef,cial owners of the
Bond*. See ""{PPENDIX C - BOOK ENTRY SYSTEilt."

The Bonds are bein$ isryQpwrsuant to the Trust "{Sreernent, d,ated, as of Decernber 1, L997 (the "Tyust.4greement,,)
between the Count{ oflJf}f trye _"Cownty" ) ooi th" Tttcitee, u.tiZl be'd,ated, the d,a,te of d,etiuery and will mature in
the yea,rs and, a,rnountias set forth betow.

fnterest in the Bonds will be payable semia,nnuaZly on fiebruory 75 and Awgust 15 of each year, comrnencing
February 15, 1998.

?he Bonds are not swbject to optional red,emption prior to maturity.

{;:!:;"t\:1""ffi,i1',""Xlo!"",1W,'3ir""y::r:tirr:;',*uut'*,'J,l'":!:ffit:::yrt#tr-?l?irf;:W:y,
a'nd, to,pay the costs of issuance a'ssocia"ted, therewith. Pursuant to the County Entployees Re{irement La,w of t937, as
amend'ed' (the "Retirement Law" ) , the County Board of Superuisors is obti{a,te,d, to appropria,te and malce payments to
the Systeru for certairt antounts arising as a result of retirewtent benefits accruin{ to members of the Sgstern-a.nd, ttzeir
benert'ciaries. fn respect of such sta'tutory oblisation, the County has executed, the Debenture. The Debanture a,rud, the
Bonds are absolwte and, wnconditional obli{ations itnposed, upon the Cownty by laut and, enforceable a{ainst the Cou,nty
pursua'nt to the Eetiremen't Law and, are not lirnited as to payrnerut to a,ny specia,l source of fund,s of the Cou,nty. See"PLAN OF FINANCING" herein.

Paymerft of the principal of an'd, interest on the Bond,s wh,en due will be insured, by a rnun icipal bond, insu,ra,n ce policy
to be issu,ed' by "4m'ba'c .4ssurance Corporh,tion simwltaneousty with the d,etivery of the Bond,s.

Anbac
TEE BONDS DO NOT C1NSTITATE rtN OBLIGTITIOAT OF TEE COUNTY IOn WEICE TEE COUNfy IS 7BLIGaTED

TO LEVY OR PLEDGE ANY FOR,II OT T"{XATION ON FOR WHTCE THE COANTY 8"48 LEYIED OR PLEDGED
'4Nv IO&M OF TI.X'ITION. NEITEER TEE BONDS NOA fHE OBLIGTITION OF TEE COUNTY TO M;11{E

P'SYJIENTS WITH RESPECT TO TEE BONDS CONSTI?UTES "4N INDEBTEDNESS OF THE COUNTY OR
TEE STATE OF C"IILIFORNI,i., ON ANY OF ITS POLITICAL 8T]BDII/6ION8, IN CONTRAVENTION

OI "!Nv CONSTITUTIONaL OR STaIT.UTORY DEBT LIMITATION On EDSrnrcrrON.

MATARITV SCHEDULE*

$6,430.o00 Serial Bonds
Maawtiarl

(Augut 15 )

9000
2001
2009
9003

Principal
Amoun

Maturity
(August 75)

Prircipal
Amount

Inaerest Price or

Rate Yield
Price or

Yiekl

I 225,000
880,000
935,000
995,000

6.10%
6.20
6%

6.30

100%
100

6.98
6.33

6.35%
6.40

6 %

6.40%
6.44
6 4 2

9004 81,060,000
2005 7,L30,000
9006 1,,205,000

h
?
s]:;
{
: {
* t* ' ,
:

I

$2,655,000 6.45% Term Bonds due August 15, Z0OA @ 6.46%
$6,490,000 6,66% Term Bonds due August 15, Z01Z @ lOO%
$8,480,000 6.72% Term Bonds itue August 15, 2016 @ nOn

$11,120,000 6.8270 Tern Bonds due Aigust 15, 2020@ rcOn
,Mo attempt has been or wiZl be mad'e. to cornply with certain requirernettts relatin{ to the exclusion front Sross incom.e
for federal incorne tax ptcrposes of interest ott the Bonds. In the opinion of Bond, Counsel, based, upoo oi a,natysis of
e.xistin$ I'aws, re{wlations, ruZings, court decisions andtlte Catifornia Cotzstitution, interest on t}te Bond.s ts elxempt
from, present Sta'te of Califorrda personal irtcorn e ta,xes. ,Mo opini,on is expressed, as to the exclusion frorn lross incorne
fol fednral incotne ta'il purposes of interest ort the Bond,s or relard,ing any other federal or state tax ionsequetzces
reloting to the accrwal or receipt of interest on the Bond.s. See ,iTax Matters,, here.in.
TEIS COT/EB P"LGE CONT"IINS INFORJ,ILTION FOE GENERTLL REFEEENCE Otv'Ly. IT rS NOr INTENDED TO B.E .4
SaMMARY 0F THE SECURITY OR TERMS OI THIS ISSAE. ITyVESTOES &nE ADVISED TO LEAD TEE ENTIRE
OFFICIAL ST.ITEMENT TO OBT,LIN INFOiliIA.TION ESSE tTITtL ?O TEE JI"IKIN? OF "4N INFOil*1ED INVEST-
MENT DECISION,

!h: P9n(s wlll !e-off-e-red,.uhen, as,and if issued. and, receiued, by the tlnderwriter, swbject to the ctpproual us to their
Ie$a'lity by Orriclc, Herrin{ton $ Sutctiffe LLP, Los ingeles, California, Bond, Counsei, and, certain other concJitiorts.
Certain le$al matters wiII be pa'ssed, upon for County by the Cownty Counsel. It is anticipated, that the Bond.s witt be
auailctble for d,eliuery tlzrough the DTC boolc-entry systinz in New Yorlc, Neu Yorlc, on or about Decernber l, 1gg|.

MORGAN STANLEY DEAN WITTER
Dated,: Nouernber 19, 1997

4r-f4cr/t1.t,E{f .f.



PLAN OF FINANCING

The bonds are being issued for the purpose of refunding the Debenture and the
obligations of the county with respect to the retirement benefits represented
thereby. the Debentures evidences the County's current Unfunded Accrued
Actuarial Liability (UAAL) to the System. Upon the issuance of the Bonds, the
proceeds of the Bonds will be deposited with the Trustee. The Trustee will
transfer to the System the portion of the proceeds of the Bonds equal to the
principal amount of the Debenture, to refund the Debenture and the obligation
represented thereby. Such proceeds will be invented by the System in
accordance with its stated investment policy. The balance of the proceeds will
be remitted to or, upon the order of the County applied to pay costs of issuance
ofthe Bonds.

As a consequence of the transfer of proceeds to the System, the County
anticipates that it will be relieved of the obligation to make the annual payments
to the System with respect to its current UAAL that, over time, would have
amortized such liability. The currently estimated schedule of such payments has
a remaining term of 23 years and 7 months, at an amount equal to $X,XXX,XXX
in each fiscal year. The amortization schedule for the Bonds is similar to the
amortization schedule for the County's current UAAL. The most recent actuarial
analysis of the System, which estimated the County's unfunded pension benefit
liability to the $XX,XXX,XXX as of X)(/X)(/XX, assumed and X% discount rate,
reflecting a anticipated reinvestment rate on the System's investment portfolio.
Andy change in the actuarial assumptions underlying the calculations of the
unfunded liability doe to a reduced reinvestment rate on the System's investment
portfolio could minimize or negate the advantages to the County of prepayment
of its unfunded pension benefit l iability. ln additions, the unfunded liability may
be affected by certain other factors, including, without limitation, inflationary
factors, changes in statutory provisions of the Retirement law and changes in the
levels of benefits provided or in the contribution rates of the County.

ATTACHMENT B
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RECEIPT OF THE KLAMATH COUNTY
EMPLOYEES' RETI REMENT SYSTEM

The undersigned, , Administrator of the Klamath County

Employees' Retirement System ( the "System"), hereby acknowledges on behalf

of the System, receipt for the county of Klamath (the "County") of the date thereof

of the amount of $XXX,XXX,XXX in payment of that certain Debenture , dated

X)VX)UXX (the "Debenture"), executed by the County in Favor of the System,

evidencing the amount of Unfunded Accrued Actuarial Liability of the County to

the System as of X)(/X)(/XX, and the undersigned hereby acknowledges that

such amount received is in full satisfaction of and payment for the amount owed

by the County pursuant to the Debenture, and that the Debenture has been

discharged.

Dated: X)VX)UXX

Klamath County Employee's Retirement
System

By

ATTACHMENT E



NARRATIVE ON METHODOLOGY USED TO CHARGE
DEPARTMENTS FOR ANNUAL POB DEBT SERVICE

The method to be used to determine rates to charge POB debt service to
departments is to:

1. Determine the amount of debt service attributable to each employee category,
general and safety, based on the actuarially determined split for the UAAL that
was funded by this POB.

2. Determine the rate for each employee category by dividing the portion of debt
service attributable to safety and general, by the estimated safety and general
salaries, respectively.

3. Apply the safety rate from above the safety salaries and the general rate to
the general salaries

4. When calculating the POB rates in each subsequent year, adjust that year's
debt service amount for any variance from the prior year's rates, thus assuring
that the proper amounts are applied over the life of the POB.

ATTACHMENT F



KLAMATH GOUNTY
GALCULATION OF RATES FOR POB DEBT SERVICE

UAAL
As percent of total

Year 1

Year 1 Debt Service

year lPayroll

Yearl POB Rate

Actual Collections

Over/Under Charged

Year 2

Year 2 Debt Service

Plus Over/Under

Total to charge out

Year 2 payroll

Year 2 POB Rate

Actual Collections

Over/Under

$74,949,861
100.0000%

$2,337,578
1.00000

$59,365,403

$2,295,742

$41,836

$2,313,053
1.00000

-$41,936

$2,271,218

$60,893,775

$56,212,396
75.0000%

$1 ,753,184
0.75000

$47,492,322

0.03692

$1,698,421

$54,763

$ 1 , 7 4 0 , 1 5 9
0.75000
-54,763

$1,685,397

$49,352,451

0.03486

$1,688,458

-$3,061

Safety
$18,737,465

25.00000/0

$584,395
0.25000

$11 ,873 ,081

0.04922

$597,321

-$12,927

$572,894
0.25000

12,927

$585,821

$12,541,324

0.04671

$584,874

$947

Total

Attachment G


